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Alice James, Office of Community and Rural Health
Larry Thompson, East West Consulting
Charlotte Hardt, Eastern Washington AHEC
Terry Tatko, Western Washington AHEC



" SN
PRESENTATION OVERVIEW

= Purpose of the RHC Study—Alice James,
DOH/OCRH
1 Methodology
1 Collaboration with stakeholders

1 Objectives for Today

= Learn about WA State RHC profile, financial, qualitative
iInformation

= Discussion on study findings, recommendations, next steps

= Profile of RHCs in WA State
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PRESENTATION OVERVIEW

= Financial information for RHC in WA State

= Qualitative information for RHC in WA State
= Break

= Findings and Preliminary Recommendations

= Group Questions and Discussion

1 Questions
1 Other suggested recommendations

1 Next Steps
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PURPOSE OF THE STUDY

= Objective and comprehensive profile of
Medicare Certified Rural Health Clinics (RHC) in
Washington State

= Role of RHCs in the Safety Net

= Tool for RHCs to use to improve efficiency and
effectiveness

= Information for Rural Health Clinic Association to
use for training and technical assistance

= Information for Policy Makers
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STUDY METHODOLOGY

m Collaboration with Rural Health Clinic Association of
Washington and others

= Site visits for collection of qualitative data
= Submission of financial data by clinics

= Study team composed of WA State Office of Rural
Health, WW AHEC, EW AHEC, East West Consulting

= Funding provided by Federal Office of Rural Health
Policy

= Two year duration
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Profile of Rural Health Clinics

= All certified RHCs in Washington State as of 8/03

= Interviewers
0 WWAHEC - Laurie Wylie, Jodi Palmer, Terry Tatko

1 EWAHEC — Steven Meltzer, Cathi Lamoreux, Charlotte
Hardt

m Interviews conducted Summer of 2003

= n = 88 out of 102 possible in Qualitative Study
1 Western WA 46 of 52*
1 Eastern WA 42 of 50*

*Provided some information
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Years as a RHC

020%

O Two Years and Less
B Three Years and More
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RUCA Codes Used

= The location of RHCs was classified using Rural
Urban Commuting Area (RUCA) codes. Usually
a 10 category classification, for this initiative they
have been consolidated to a three-level category
to identify the geographic variables.

Large town core areas (between 10,000 and
50,000)

Small town core areas (between 2,500 and 10,000)

Isolated rural areas (towns of less than 2,500)
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RUCA Code Distribution

OlIsolated
B Large Town

O Small Town
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Type of Clinic by RUCA Code

Isolated Small Town Large Town
O Specialty 1 2 3
B Family Practice/Multi-specialties 6
O Family Practice Only 26 13 8
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Age of Clinic and Type of Clinic

40

35

30

25

Count 20

15

10

Two Years and Less Three Years and More
O Specialty 3 3
@ Family Practice/Multi-specialties 7 10
O Family Practice Only 6 37

13



Type of Clinic by Number of Physicians

0-2 Physicians 2-5 Physicians More than 5 Physicians
O Specialty 4 1 1
B Family Practice/Multi-specialties 2 11 3
O Family Practice Only 28 14 4
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General Medical Services Provided by RUCA Clinic Type

50% —
45% —
40% —
35%
30% —
20%- N I
15%
10%
5%
0% Followi Following L
General Primary Emergency Urgent Medical 24 hour . . - © (.)Wl.n 9 olowing Long
Medical Care | Medical Services Care Coverage** Family Planning | Immunizations Hospitalized term Care
Patients*** Patients
Olsolated 43% 33% 43% 33% 48% 49% 30% 41%
M Large Town 20% 11% 18% 20% 20% 20% 19% 16%
OSmall Town 25% 10% 22% 11% 24% 25% 24% 24%
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Diagnostic Services Provided by RUCA Code

O lIsolated
B Small Town
OLarge Town

Diagnostic Laboratory Diagnostic X-ray Procedures | Diagnostic Tests/Screenings HIV Testing
DOlsolated 32% 29% 35% 38%
B Small Town 16% 9% 15% 16%
OLarge Town 14% 11% 13% 15%
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Percentage of RHC Providing Obstetrical Care

30%

25%

20%

15%

10%

5%

0%

Labor and Delivery

Ante partum Fetal

Prenatal care Ultrasound Professional care Assessment Postpartum care
Olsolated 27% 8% 16% 18% 24%
B Small Town 15% 4% 13% 15% 19%
OLarge Town 16% 10% 16% 13% 18%
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FINANCIAL AND PRODUCTIVITY
RESULTS

= All certified RHC’s in Washington State as
of 08/03

= N=43 out of 102 possible

= Analysts: East West Consulting
CLarry Thompson
1Chelle Davidson

= Data compiled for CY 2002

18
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METHODOLOGY

= Separate financial/productivity survey
= Modeled on clinic chart of accounts or DER

m Intent was to measure overall financial
nerformance

= Intent was to facilitate benchmarking to external
standards

m Survey instrument peer review
= Data follow-up and scrubbing
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RHC REIMBURSEMENT

= Reimbursement grouped into three
buckets: Medicare, Medicaid, all other

m Medicare and Medicaid are variations of
cost reimbursement

= Policy intent was to reward increased
share of Medicare, Medicaid, and un-
sponsored patients
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Median % of visits by Payer Type

b

Medicare

Medicaid

All other

O Median % of visits by
payer type WARHCs

B Median % of visits by
payer type all US FP
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2002 Medicare Reimbursement per Visit

$243.62
$132.78 O3 2002
$64.78 39747 ¢5a78  $84.04 W 2004
168.65
Cost Cap Awerage all Median all Low mean for highest for
RHCs RHCs Provder- Provider- Prowvder-
based based based
RHCs RHCs RHCs
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i 2002 Medicaid Reimbursement

highest rate/visit

average rate/isit $86.76

lowest rate/visit 55.20

|

$125.90

$- $20.00 $40.00 $60.00 $80.00 $100.00

$120.00

$140.00

PMPM Healthy Options Enhancement

highest PMPM

average PMPM $30.13

lowest PMPM $19.12

$53.95

$- $10.00 $20.00 $30.00 $40.00 $50.00

$60.00
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KEYS TO SUCCESS: DEFINING
FINANCIAL BEST PRACTICES

m Providers are Productive
= Clinic recelives sufficient revenue per visit

= Clinic is able to pay competitive provider
salaries

= Clinic reasonably controls its expenses
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BEST PRACTICES
CHARACTERISTICS

= Higher than average revenue/visit
= Below average overhead rates

= Superior AR performance

= Had at least 2 MDs

= Average use of mid-levels

= Higher ratio of support to physician
= Most were multi-specialty

= Below average Medicare and Medicaid
encounter rate
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HOW MUCH OF THE STATE IS
RURAL?

Rural Washington

Non-Rural
Washington

1,048,893 rural residents in 2000



Distribution of Rural Washington Primary Care

40%

Physician by Type of Clinic

12%

O FQHC
B RHC
O Tribal
O Private

6%
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gt
= Private care diminishing rapidly

m 102 RHCs had $216,590,000 in net medical
revenue

= 1.1% of total Washington personal health spending

m 3.7% of State spending for physician services

m RHCs are 9.4% of total per capita rural health
spending

m RHCs are 29% of rural spending for physician
services

m Small amounts of spending (targeted subsidy)
generate a large impact in rural Washington.
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OVERVIEW OF RHC OPERATING
CHARACTERISTICS
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Comparison of Medical revenue: RHC vs. U.S. FP

$95.99

$87.88

RHC Medical revenue/visit U.S. FP median revenuelisit
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REVENUE

= Median medical revenue per RHC
physician: $471,499

= U.S. FP median medical
revenue/physician: $470,775

m Extensive use of mid-levels drives the
difference
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$70.00
$60.00
$50.00

$40.00
$30.00

$20.00
$10.00

Operating Cost per Visit

$49.70

RHC Median in Washington

U.S. FP Median
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Physician Compensation

$176,361.00 |
$200,000.00 $180,728.00

$145,798.00
$150,000.00

$100,000.00

$50,000.00 -

$-
WA RHC median U.S. FP median WA FP median
Total Physician Cost per Physician
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WASHINGTON RHC OVERVIEW
= Large variation in operating margin

= 42% had an operating loss in 2002

= Overhead rate (60%) very close to State
and U.S. averages
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PRODUCTIVITY OVERVIEW

= Range of visits was 1,438 to 129,689

= Median # of visits was 9,810 vs. 24,572 U.S. average for
primary care clinics

= All together, the 102 RHCs did about 1.62 million visits

= In WA RHCs there were .74 mid-levels per physician

= In U.S. primary care practices, there are .45 mid-levels
per physician

= Highly productive, due to use of mid-levels

= When adjusting for mid-levels, productivity was less
Impressive
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ACCOUNTS RECEIVABLE

OVE

RVIEW

= As a group, WA RHCs perform well in managing

AR

= Likely due to Medicare and Medicaid electronic

billing

60.00%
50.00%
40.00%
30.00%
20.00%
10.00%

0.00%

Accounts Receivable for RHCs in WA

1

0-30 days

il B

31-60 days

61-90 days 91-120 days over 120 days

O RHC B US OWA
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Total Support Staff All RHCs

5.66
437 5.07
: I I E

RHC per provider
FTE

U.S. FP/Provider RHC perMDFTE U.S.FP/MD FTE
FTE
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3.5
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1.5

0.5

Total Non-clinical Support Staff All RHCs

RHC/Provider FTE U.S. FP/MD FTE RHC/MD FTE

3.07 2.95
2.1 I E
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15

0.5

Total Clinical Support Staff: All RHCs

2.5 -

247
1.99
1.34 I

RHC/Provider FTE U.S. FPIMD FTE RHC/Provider FTE
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Total Business Office Staff: All RHcs

0.8

RHC/Provider FTE  RHC/MD FTE U.S. FP/Provider
FTE

0.84 0.7 0.67
0.6
06
04
02
0 \ \ \

U.S. FP/MD FTE
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MGMA U.S. FP

MGMA WA FP

CLINIC ID average Median Median Median
Utilization Statistics
total visits 18,882 9,810
total visits/MD FTE 5,424 5,126 4,215.00 4,001.00
Total visits/adjusted Provider 4,281 3,814 5,877.00 5,290.00
Medicare visits 4,252 1,984
2 Medicare visits 25%0 25%0 19.48%0
Medicaid visits 2,960 1,678
% Medicaid visits 22%0 20% 5.00%0
Total other visits 9,744 5,248
2% other visits 56%0 53%0 76.00%0
2000 population in defined service area
Market share in area by payor type
Financial Statistics
Total medical revenue 5 2,227,015.84 5 855,786.00
total medical revenue/visit $ 86.75 $ 87.88 $ 95.99
total medical revenue/MD FTE $ 484,527 .83 B A471,499.44 $ 470,775.00 B 460,913.00
Total support staff FTE cost $ 698,220.34 $ 280,256.00
total support staff/MD FTE $ 165,385.60 5 150,841.08
Other operating costs $ 552,040.81 $ 229,469.59
Other operating costs/MD FTE B 118,364.72 B 110,465.56
Total operating cost B 1,279,336.99 B 552,984.00
Total operating cost/visit B 54.01 B 49.70 B 63.80
total operating cost/MD FTE B 291,632.27 B 266,462.59 B 273,724.00 B 245,661.00
Total medical revenue after operating cost B 887,388.33 B 295,334.00
Ttl med. Rev after operating cost/MD FTE 5 175,555.82 3 166,789.50 $ 192,773.00 $ 190,219.00
Total midlevel cost B 125,384.10 B 81,727.00
total midlevel cost/MD FTE B 50,292.64 3 41,639.77
Total physician cost $ 808,481.87 $ 415,405.50
total physician cost/MD_ FTE $ 170,411.15 $ 176,361.00 $ 180,728.00 $ 145,798.00
other revenue B 19,540.47
other revenue/MD FTE $ 10,969.45
Net Practice Income or _loss $ 49,129.78 $ -
net Practice Income or loss/MD FTE B (13,887.25)| $ -
Overhead Rate 6520 62%0
Accounts Receivable
20 of total AR O to 30 days 46.37%0 48.29%0 42.61%06 41.52%06
20 of total AR 31 to 60 days 15.82%0 14.47%0 15.28%6 16.89%6
20 of total AR 61 to 90 days 8.81%0 8.48%0 7.90%0 9.11%6
2% of total AR 91 to 120 days 9.34%0 6.11% 5.35% 6.29%0
20 of total AR over 120 days 19.77%0 16.54%0 21.69%0 26.20%0
Total 20 AR 100.00%6 92.83% 100.01%
B&O as 26 of total cost 14.50%0 10.53%0 9.09%0
Descriptive VVariables
# of MD FTE 3.87 2.00 5.2 5
# of Provider FTE 5.44 3.48 8 7.25
# of support FTE 20.41 9.00 26.6 26.3
Total support FTE/provider FTE 3.08 2.81 3.33
Total support FTE/MD FTE 3.84 3.57 5.12 4.67
support personnel exp. as 26 of ttl med.rev. 33.59%0 33.24%0 32.24 25.84%0
Medicare Encounter Rate $ 97.47 $ 64.78
Medicaid Encounter Rate $ 88.68 $ 90.71
# of years as RHC S 6.00
Hospital or Hospital district
Location Type
Practice Type
State Location A
Hospital in Community 490
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VARIATION AMONG RHCs BY
KEY CHARACTERISTICS OF THE

RHCs

= Hospital affiliated and non-hospital
affiliated

= Location
= Length of time as an RHC
= Clinic size by # of doctors
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KEY DIFFERENCES BETWEEN HOSPITAL
AFFILIATED AND NON-HOSPITAL

AFFILIATED RHCs

= Hospital owned clinics are smaller and generate
50% less revenues

= Non-hospital owned RHCs saw 21% Medicaid
vs. 16% for hospital owned

= Operating cost/visit was 10% higher in the
hospital owned clinics

= The median hospital owned clinic lost
$51,390/MD FTE

= Hospital owned tended to operate in more
remote areas
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Cost Structure between RHCs by
Hospital Affiliated vs. Non-hospital

$600,000.00 -
$500,000.00
$400,000.00
$300,000.00
$200,000.00

$100,000.00 -

$_ |

affiliated

—133.60%
31.95%

20.17%
27.17%

33.58% 34.08%

cost/ Hospital Affiliated cost/ Non-hospital af filiated

O MD Cost @ Midlevel cost O Other oper ating costs O support staf f
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KEY DIFFERENCES BY
LOCATION CHARACTERISTICS

= Large town clinics were bigger and did more
VISItS

= Proportions of Medicare and Medicaid were
generally inversely proportional to community
size

= Clinics In isolated areas had less revenue/visit
but were about average in expense/visit

= The smaller the community the more difficult to
operate the RHC
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Cost Structure between RHCs by Location

$600,000.

$500,000.

$400,000.

$300,000.

$200,000.

$100,000.

00

00

00

00

00

00

34.31%

4.87%

32.09%

cost/ soht edtown cost/ smalt own

34.15%

32.90%

cost/ brgetown

O MD Cost @ MikvelCost B Other OperathgCost @ Support Staff
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KEY DIFFERENCES BY LENGTH
OF TIME AS AN RHC

= Length of time as an RHC correlated to
better financial performance

m “Older” RHCs generate 21% more
revenue per MD
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Cost Structure between RHCs by 2-years vs.
3+ years

$600,000.00 —
$500,000.00

34.25%
$400,000.00

27.43%

$300,000.00 i 50T
$200,000.00
$100,000.00 33.81% 30.33%

$-

cost/ 2 or bss years as RHC cost/ 3+yearsas RHC

@ MDcost @ Mo-kvel @ Other @ support
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KEY DIFFERENCES BY CLINIC
SIZE

= Size group were: less than 2.0; 2.01-5.0; and 5.01+

= Small clinics saw more visits/MD FTE, due to greater
use of Mid-levels

= Less revenue/visit (about 28%) was the main cause of
poorer financial performance in the smaller clinics

= Compensation/MD was much lower in the smallest
clinics

= Small clinics were the only group to have a median
operating loss

= Building and occupancy as a percent of total cost was
Inversely proportional to clinic size.
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Cost Structure Differences between RHCs

$600,000.00
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Part || — Qualitative Report

= Hospital Call & Hospital Privileges

= Recruitment Issues

= Days and Hours of Operation of RHCs
= Clinician Satisfaction Factors

= Clinician Length of Service

m Staffing Patterns
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27%

Clinics with Clinicians Taking Hospital Call

38%

35%

@ Large Town
B Small Town
O Isolated
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Clinicians with Hospital Admitting Privileges

Mid-Level w/Admitting
priviledges

Physicians w/Admitting
priviledges

0% 20% 40% 60% 80% 100% 120%

O Large Town
m Small Town
o lsolated

57




Recruitment Methods - Professionals

Journal Ads

Adwvertisements

Word of Mouth

Current Providers

Professional Recruiter

Washington Recruitment
Group

m Free Standing
@ Provider-Based
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Average Length of Vacancies

Months

Physicians

Mid-Level

Clinical Staff

@ Provider Based
MW Free Standing
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Barriers to Recruitment

No one wants to come

Schedules

Salary

Time for Recruitment
Activities

Recruitment Costs

0% 10% 20% 30% 40% 50% 60%

m Free Standing
@ Provider-Based
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RHC Days of Operation

O Provider-Based

W Free Standing

Sunday Monday Tuesday Wednesday Thursday Friday Saturday
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RHC Average Hours of Operation

10.00

9.00

8.00

7.00+

6.00

@ Provider-Based
Hours 5.00-

W Free Standing

4.00

3.00

2.00

1.00

0.00-
Sunday Monday Tuesday Wednesday Thursday Friday Saturday
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Clinician Satisfaction Factors

O Large Town
B Small Town
O Isolated

Adequate
equipment/supplies

Need for advanced training

Patient Mix comfort

Support staff adequately
trained

| | | | | | | |
— 7

Support staff adequate
number

\ \ \ \ \ \ \ \ \ \ \
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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Clinician Average Length of Service

Provider-Based Free Standing




Total Support Staff

6.00

5.00

4.00

3.00

2.00

1.00 -

0.00 - ‘ ‘ ‘

per provider MGMA FP/PROVIDER FTE per MD MGMA FP/MD FTE



Nursing Staff

Mean per Clinic

O RN
@ LPN
O MA/NA

per provider MGMA FP/PROVIDER FTE

per MD

MGMA FP/MD FTE
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Highlights - RHC Access

98% are accepting new Medicare
99% are accepting new Medicaid

33% Iindicated RHC had changed payer
miX
38% significantly more Medicare
41% significantly more Medicaid
2% more commercial insurance
24% significantly better Uninsured Access
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9.00

8.00

7.00

6.00 -

5.00 -

4.00 -

3.00 -

2.00 -

1.00 -

0.00 -

Total Non-Clinical Support Staff

Mean per clinic

per provider

per MD

m BB

MGMA FP/MD FTE

68



90%0

809%0

Large Town

Small Town

Isolated

O Not exist 0% 0% 7%
B Greater Uninsured Access 75% 89% 57%
O Adopted SFS 0% 33% 14%
O Medicare & Caid Access 50% 11% 7%
0% 11% 29%

B Always Served Uninsured
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% of RHCs with Sliding Fee Scale

55%

O Yes
O No

of Total
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Location of Sliding Fee Scale

70%

60%

50% |

40%

30%

20% |

10% -

0% -

Large Town Small Town Isolated
0O Not Posted 36% 18% 29%
0J1 Area Only 18% 6% 0%
B Reception Area 36% 59% 62%
@ Have Scale / NA 9% 18% 10%
RUCA
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Patients Experience Rx Difficulties

60%<‘
50%-
40%-

30%-

20%-

10%-

0%-

59%

O No Rx problems
B Yes Rx problems
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Free Medication Programs

89%

-
QO%W/

80%-
70%-
60%-{
50%
40%-
30%-

20%-

O No
B Yes

10%-

0%-

of Total
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Value of Rx Programs

70%-

@ Unknown"
50%-
m $1,000 - $10,000

0 $10,000 - $25,000

40%-

30%-
20%-

6%

—

10%-

of total
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RHC RX Resources

RHC Rx Resources

0
80 /ﬂ

73%

70%-

60%-

50%-

40%-

30%-

20%0-

10%-

0%-

O Local Pharmacy

B Local Hospital Rx
O Internet

OPDR

m Rx at Clinic

@ Drug Company Rep
B MD on staff
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RHC Quality Measures

Variety of formal and informal measures,
Indicators and processes.

New Quality Assessment Performance
Indicators will affect all clinics

How they implement Quality processes
How they track Quality processes

How they report Quality outcomes
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Quality Measures

90% -

80% -

70% —

60% -

50% -

40% -

30% -

20% -

10% -

0% -

Large Town Small Town Isolated
O Patient Satisfaction Survey 83% 74% 53%
B Immunization Updates 67% 70% 63%
O QPICin place 41% 19% 8%
RUCA
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Medical & RX Error Protocol

60% -

50%

40%

30%

20% -

10%

0% -

2 or less 2.1-5 >5 N/A *

O Most Stringent 59% 56% 50% 42%
B Less Stringent 36% 40% 50% 58%
O Not in Place 5% 4% 0% 0%

Clinic Size by MD FTE




RHC Competitors
Challenges for RHCs
Benefits from RHC Certification




RHC Clinic Competition

60%

50% -

Large Town Small Town Isolated
@ None 33% 37% 29%
B FQHC 28% 11% 20%
O Other Local Providers 56% 41% 44%
O Hospital 0% 26% 0%
B Other RHCs 28% 15% 10%
RUCA
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RHC Clinic Competition

60%

50%

409% |

30%

20%

10% |

0%
2 or less 2.1-5 >5 N/A *
O None 28% 37% 38% 17%
B FQHC 34% 47% 50% 58%
O Other Local Providers 28% 11% 13% 25%
O Hospital 13% 21% 13% 0%
B Other RHCs 3% 0% 13% 0%

Clinic Size




Relationships with Competitors

60%

50%

40%

30%

20% -

10%

0%

Large Town Small Town Isolated
@ Collaborative 40% 27% 26%
B Good / Collegial 53% 55% 32%
O No Relationship 13% 9% 32%
ONA 13% 9% 15%
B Difficult 0% 5% 3%
RUCA
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RHC Challenges

80% —

70%

60%

50%

40%

30%

20%

10%
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" SN
SUMMARY

= Vital part of rural health care
= Achieving policy purpose of access for all

= RHC program makes a difference In
financial performance

= |f you've seen one RHC...
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" SN
SUMMARY

= These are generally pretty efficient
operations

m Additional revenue allows RHCs to
compete for physicians

= Relatively small amounts of money have
driven major financial improvement
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" SN
SUMMARY

= Sliding fee scale

= RHC challenges-
1 Fiscal stability
[Jprovider issue
I certification regulation

= Structure of RHCs pulls clinics to improve
guality assessment and improvement
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" S
SUMMARY

= Mental health services/resources are lacking
= OB/GYN services decreasing

= In 7 of 39 counties RHCs provide the only
available medical care

= Most clinicians are happy with their practices

= Small size of RHCs tend to reduce depth of
Infrastructure such as IT and administrative
professionals
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" SN
RECOMMENDATIONS

= Increase availablility of, and access to billing
training in order to maximize revenues.

= Support existing and future administrative
simplification efforts to reduce complexity and
Improve efficiency (rules, regulations and
formats)

= Study should be replicated from time to time

= Efforts should be made to diffuse information
gained and best practices
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" SN
RECOMMENDATIONS

= Explore and promote models for collaboration
and organization of RHCs to improve efficiency
of operations at the community, regional, and
statewide levels

= Continue to use targeted subsidy as way to
leverage limited tax dollars

m Continue enhanced rate

= More information needed on sliding fee scale
use and best practices
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" S
QUESTIONS about the Study

= What are some questions you have as a
result of what you have heard today?

= What additional conclusions about RHCs
do you have as a result of what you have
heard today?

= What are some recommendations you
have for the future as a result of what you
have heard today?
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'_—
QUESTIONS

= Are there limitations to the # of new patients you
are taking in the following:

m Medicare—what are the limitations?
m Medicaild—what are the limitations?

= Limitations are due to:
1 Professional Staff Capacity
1 Support Staff Capacity
1 Physical Space
1 Other

= Does the clinic have plans to address any of
these limitations?
1 How
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gt
QUESTIONS

= Do you know If Emergency Department
use in your area has:
1Increased

1Decreased

1ls the same
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